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The results from the latest Quarterly Business Report are mixed and perhaps not 
entirely unsurprising. Whilst it was pleasing to see an upturn in levels of domestic 
demand and recruitment of staff, this positive momentum was offset by a 
noticeable fall in levels of international business, an increase in cost pressures and 
softening business confidence. Furthermore, anxieties around rising business rates 
and problems in accessing skilled talent persist as the spectre of Brexit dominates 
an increasingly complex landscape.

From a local perspective, hosting the annual British American Business Council 
Conference in Birmingham City University’s wonderful new Conservatoire, 
showcased the region’s burgeoning international reputation and reiterated 
the longstanding ties which exist between local firms and their transatlantic 
counterparts. It’s these long standing relationships which offer exciting 
opportunities for growth in the future – a point passionately made by Ambassador 
Robert Johnson, key note speaker at the event. Furthermore, the announcement 
that Birmingham is one of three cities in the running to house Channel 4’s second 
headquarters only adds to the air of optimism which paints a picture of a region 
embarking on an upward trajectory. As a body that represents over three thousand 
businesses in Greater Birmingham, we will continue to work with our members 
to guide them through what is likely to be a period of political and economic 
uncertainty as we heads towards our formal withdrawal from the European Union.
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Both services and manufacturing firms saw broadly flat or slight increases in 
sales and orders in Q3. The export market was softer than the domestic market 
for services firms, which contrasted with more robust export demand for 
manufacturers. This trend was reflected in business investment plans. For service 
providers these remained broadly similar from three months previously, whilst 
manufacturers indicated a slight increase in planned investment in equipment and 
training. However, when set against the context of 52% of services firms and 63% 
of manufacturers registering remaining capacity, it is perhaps unsurprising that 
businesses are not significantly increasing their plans for investment.

Price pressures are increasing, and are now at their highest level since Q1 2017. 
Overheads and pay settlements were the biggest cost pressures for service-based 
businesses, whilst raw material costs concerned 50% of manufacturers. Increasing 
cost pressures have likely affected cash flow for businesses, which showed a slight 
downtick from Q2, although still remain above levels seen over the past few years. 
Despite these cost pressures, the overall labour force was found to have increased 
since Q2, whilst 54% of services firms and 68% of manufacturers were attempting to 
recruit. Notwithstanding this trend, however, 64% of businesses saw an increase in 
recruitment difficulties, marking a return to Q1 levels.

Both business groups identified competition as the largest external factor that 
concerned them, whilst manufacturers also cited the exchange rate. Overall 
optimism dipped slightly in Q3 (although remained above the low levels seen 
around the Brexit referendum), with manufacturers slightly more positive than 
services firms.

The Greater Birmingham Chambers of Commerce’s Quarterly Business Report offers 
an up to date snapshot of the performance of the Greater Birmingham business 
community. It is the most comprehensive regular report of its kind in the city-region. 
Underpinning our report is data gathered from quarterly surveys on key indicators 
such as sales, exports, investment intentions and the workforce. The Greater 
Birmingham Quarterly Business Report launched in 2016, succeeding the previous 
Quarterly Economic Survey Report.

The Chambers survey businesses across the Greater Birmingham Chambers area 
which includes Birmingham, Solihull, Sutton Coldfield, Lichfield & Tamworth, Cannock 
Chase and Burton-on-Trent. Balance figures are determined according to business 
responses to the indicators: an increase (multiplied by 1), remain constant (multiplied 
by 0.5), decrease (multiplied by 0).
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The domestic demand balance rose to 69 – the highest 
figure recorded since the end of 2017.
 
Much of this rise was predicated on 51% of businesses reporting an upturn in domestic 
activity – a 6% increase from the previous quarter. Variances emerged from the two 
individual sectors. The service sector balance saw a similar two point increase to 70, mainly 
down to a 5% increase in the number of service companies reporting an uplift in their UK 
business over the past three months. By contrast, the manufacturing balance for domestic 
sales remained at 61. Although the percentage of manufacturers reporting an increase in 
domestic output rose from 38% to 50%, this was offset by a similar percentage reporting 
a decline in UK sales this quarter (up from 16% in Q2 to 29% in the current quarter) which 
lead to an overall rebalancing of the total score. 

For the second consecutive quarter, the overall balance score for domestic orders stayed 
at 69 for the two sectors combined, as a greater percentage of firms in both industries 
expected their order levels to remain constant – up from 43% in Q2 to 47% in Q3. Once 
again, contrasting patterns emerged from the individual sectors. The service sector 
balance fell by two points to 69 as the number of service businesses reporting an increase 
in their advanced UK orders fell from the 50% listed in Q2 to a figure of 45% in the current 
quarter. The balance score for manufacturers went up to 66 – the largest figure recorded 
for almost 18 months as 43% expect their UK orders to increase in the next three months, 
up from the 35% registered in Q2. The results broadly mirror the national picture with the 
ONS reporting that UK GDP grew by 0.6% in the three months to July with the service 
sector in particular enjoying a strong quarter as consumers revelled in the sweltering heat 
and England’s performance at the FIFA World Cup. By contrast, production levels were 
hit as the manufacturing sector contracted by 0.2% in June as demand eased across the 
country. 

DOMESTIC DEMAND

The price balance went up by four points to 67 – the 
highest seen since the start of 2017. 

35% of businesses in the two sectors combined expected the prices of their goods and 
services to go up in Q3 – up from the 28% listed in Q2. It was a trend that was reflected 
in both sectors as 48% of manufacturers and 33% of service companies predicted a hike 
in their prices (up from 43% and 25% respectively). Perhaps these results are unsurprising 
as globally we have seen crude oil prices reach $82.16 – the highest total recorded since 
2014 and inflation in the UK crept up to 2.5% for the first time since November 2017.  
50% of local manufacturers cited raw material prices as the main factor in determining 
price increases (up from the 46% listed in Q2) and it was interesting to see 22% of 
service companies listing pay settlements as a key factor (up from the 21% recorded in 
the previous quarter). Nationally, we saw similar trends emerge with the ONS revealing 
that for manufacturers, the cost of raw materials was almost 11% higher than 12 months 
previously and that average UK earnings (excluding bonuses) rose by 3.2% for the three 
months to June. 

Over the summer, the Bank of England announced that it would be raising interest rates 
by a quarter of a percentage point to 0.75%, a figure not seen since 2009. In light of this 
news, it was no surprise to see 14% of firms in both industries highlighting concerns over 
the impact the rate rise would have on their business output- the highest percentage 
recorded since the summer of 2014 when Governor Carney was widely criticised for mixed 
messaging on future rate adjustments. 17% of firms cited worries over business rates and 
the detrimental impact they would have on output – almost double the figure logged in 
Q1 and the highest total witnessed since Q1 2017. The Prime Minister’s announcement in 
September that trade talks between Britain and the EU had hit “an impasse” saw the value 
of the pound fall by 1.5% in relation to the US Dollar and it was no surprise to see 26% of 
local manufacturers expressing unease around exchange rate volatility and the bearing it 
would have on their businesses. 
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The workforce balance increased by 1 point to 64, 
continuing a nine month upward trend.

Over the last three months, 36% of companies across the two sectors increased their 
staff intake – 2% higher than the previous quarter. However, opposing trends appeared 
across the individual sectors. The service firm workforce balance fell by five points to 59 
as a greater percentage of service firms reduced their headcount levels – up from 8% 
in Q2 to 12% in the current quarter. By contrast, 42% of manufacturers hired additional 
staff members in Q2 (an increase of 15% from the last quarter), which meant the overall 
balance score went up by nine points to 67. Overall, the percentage of firms in both 
industries combined attempting to recruit fell by 2% to 55% and of those businesses, 
64% faced difficulties in the hiring process – a 7% increase from Q2. 

Nationally, employment rates remain at record levels and positive momentum seems to 
be gathering in the West Midlands. For example, the ONS revealed that employment 
growth in the region continues to outpace the national rate and that unemployment 
fell by 0.5% in quarter two. However, the unemployment level across the region is still 
the second highest in the UK and clearly more work needs to be carried out from 
stakeholders across the board to tackle entrenched skills gaps in the region and alleviate 
the problems that firms face in attempting to hire the right staff. 

WORKFORCE & RECRUITMENT

The export demand balance fell by a noticeable five 
points to 57 – the lowest figure reported since the 
aftermath of the EU referendum. 

Overall, 23% of businesses in both sectors reported an increase in their international 
sales over the previous quarter; however this was down from the 36% listed in Q1. 
Similarly, we saw a larger percentage of firms reporting constancy in their export sales 
(up from 52% to 67%) which lead to a drop in the overall balance score. It was a trend 
replicated in the two industries as both the service and manufacturing scores fell by 
four points. 63% of service firms reported that their overseas business stayed the same 
(up from 59% in the previous quarter) and 76% of manufacturers did the same (a huge 
increase of 35% from Q1). 

Advanced international order projections followed a similar trajectory. The overall 
balance score for both industries fell by two points to 61 as we saw a 10% increase in the 
number of firms expecting their overseas orders to stay the same over the next three 
months. Nationally a different picture emerged with the ONS revealing that the UK’s 
trade position improved in the summer as the overall trade in goods deficit was the 
lowest since February at £9.97bn. Globally, tensions persist amongst the world’s largest 
economies and fears of a trade war were escalated as President Trump threatened to 
impose another package of duties on $267bn worth of Chinese goods. It remains to be 
seen the impact these international developments will have on our firms, however, in the 
run up to March 2019, we are urging local businesses to make use of our Brexit Toolkit. 
Not only does it give businesses the resources they need to think practically about 
how they can prepare for Brexit, it also offers advice on firms can adapt to remain as 
competitive as possible – full details can be found on the GBCC website.  
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Business confidence softened in Q3 as turnover and 
profitability projections lessened heading into the 
autumn. 

In total, 61% of businesses in the two sectors combined expected their turnover to go 
up over the next 12 months, down from the 68% listed in the previous quarter; in turn 
this created a six point fall in the balance figure to 74 – the lowest figure recorded 
since Q3 2016. Similarly, the number of firms in both the service and manufacturing 
industry combined expecting their profits to increase throughout 2019 also slightly 
fell from 65% to 61% which lead to a one point drop in the overall balance score to 
still a very healthy figure of 74. 

Likewise, investment plans for capital expenditure eased in the current quarter as 
challenging trading conditions caused by the continued fallout from Brexit continue 
to endure. The balance score for capital expenditure in both sectors combined fell by 
two points to 61, as a higher percentage of firms expected to keep their investment in 
machinery at the same level as Q2 (up by 3% to 58%). Similarly, investment in training 
remained consistent with the previous quarter (a figure of 61 was recorded) as a 
greater number of businesses in both sectors reported that their investment plans for 
training remained unchanged (up from 55% in Q2 to 57% in Q3). During the surveying 
period for the latest report, the GBCC launched its Invest to Grow campaign which 
aimed to inform businesses around the importance of investment in R&D, innovation, 
and technology. The campaign consisted of a series of case studies, expert opinion 
pieces and briefing information and we would urge local businesses to visit our 
website to gain insight on how investing in these areas can boost productivity levels 
across the board. 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

Raj Kandola
 
Senior Policy and Patron 
Advisor
Greater Birmingham Chambers 
of Commerce

 
Chamber Comment 

An ever changing environment is bringing new and 
diverse challenges.

The results from our latest report reiterate the fact that local businesses 
are continuing to prosper despite the testing circumstances they find 
themselves in. Whilst we saw a strong quarter on the domestic front in 
terms of output and increased hiring, exports levels took a visible hit 
and the pressure for businesses to raise their prices also became more 
apparent. Long standing structural deficits related to skills shortages 
remain evident and investment levels were also down as we edge closer 
to March 2019. Nevertheless, we shouldn’t lose sight of the fact that the 
majority of businesses in Greater Birmingham expect their profits to 
increase over the next year, a testament to the high quality goods and 
services our firms produce and provide.

A number of city analysts expect levels of inflation to edge closer 
to the Bank of England’s 2% target throughout the rest of the year 
once oil price pressures filter out of the system. However, there are 
acute concerns that a muddled exit strategy for withdrawing from the 
European Union could further depreciate the value of sterling and in 
turn, make it more costly to import goods and services to the UK. This 
could potentially result in a serious spike in inflation and further constrain 
both business and consumer spending plans. Clearly the Government 
needs to ensure that any trade deal agreed with the European Union 
has the needs of the business community embedded within its political 
and economic frameworks. We must also make sure the negotiations 
don’t detract from the essential requirement to fix the foundations of 
the domestic economy. The news that our region was chosen as the 
UK’s first multi-city 5G testbed was a huge win for the West Midlands, 
but clearly greater investment is still required in our infrastructure, skills 
ecosystem and multi-faceted industries if we are to achieve our true 
potential. 
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Quarterly Business Report 
If you have any further questions on the report please contact Raj 
Kandola on 0121 607 1814 or r.kandola@birmingham-chamber.com. 
 
For more information go to www.greaterbirminghamchambers.com

About GBCC

TThe Greater Birmingham Chambers of Commerce (GBCC) is a membership-led, business 
support organisation that has acted as the voice of local businesses since 1813. Today, we 
continue to connect, support and grow local businesses.

We are one of the largest Chambers in the country, with over 3,000 member companies 
covering six geographic areas across the region (Birmingham, Burton, Chase, Lichfield and 
Tamworth, Solihull and Sutton Coldfield) and four themed divisions (Asian Business Chamber 
of Commerce, Future Faces, the British American Business Council and the Commonwealth 
Chamber of Commerce).

Members range from young professionals to SMEs and large, high profile organisations, 
including 36 Chamber Patrons comprising companies such as Mondelez International, Jaguar 
Land Rover and The NEC Group.

   

About Birmingham City University

Birmingham City University is a dynamic, business-engaged institution. As a substantial 
employer with over 2,000 staff and through the provision of graduate talent, research and 
knowledge transfer, we contribute around £180 million to Birmingham’s gross domestic product 
(GDP).

The university works with in excess of 5,000 businesses, regionally, nationally and 
internationally, with our courses informed by Industry Advisory Boards, where information 
about business needs are reviewed and skills challenges are discussed. In 2015 we launched 
Advantage, the business growth service from Birmingham City University enabling 
organisations and individuals to get connected with knowledge, skills and money in business, 
innovation and enterprise. 

We have extensive sector linkages providing detailed intelligence and input into future 
innovation, driving thinking around smart specialisation, the creative economy, advanced 
manufacturing and health-related life sciences. Through our work with partners such as 
the GBS LEP, WMCA, Science City, and Creative City Partnership, we take a lead on cross 
innovation, design and climate change. Innovation is at the core of our work. Working in 
partnership is at the core of our approach to business.

Join the Conversation 

Join the conversation by following at @grbhamchambers and using #GBCCQBR

http://www.greaterbirminghamchambers.com

